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FEDERAL ELECTION COMMISSION
Public financing of congressional elections was effectively kill e d for this year
on 7/19/78 when the House refused to consider a public financing amendment to
legislation reauthorizing the commission (HR 11983). Instead, the House voted
to take up the authorization bill under a rule that prohibited consideration
of the financing amendment. HR 11983, however, was approved by the House and
sent back to the Senate as a substitute for the previously-approved Senate
bill, S.3205. The House passed-version of the authorization legislation
contains a provision that would prohibit the FEC from using its funds to audit
congressional campaigns unless the commission has reason to believe that a
violation of election law has occurred.
FEDERAL RESERVE BOARD
A proposal to lighten the penalty required under Regulation Q for early with
drawal of certain types of time deposits at member banks was announced recently
by the Board. The proposal is expected to be of particular benefit to those
who have time deposits in long-term individual retirement accounts (IRAs) and
Keogh plan accounts, and would promote retirement savings. The change in
the penalty rules would affect time deposit open accounts and notice accounts.
Under the proposal, in the case of early withdrawal at a member bank from a
notice account, the minimum penalty would apply on the amount withdrawn to a
period of time no greater than the required notice period; withdrawal from
a time deposit open account would result in a penalty on the amount withdrawn
to apply only to the length of the maturity period specified for the original
deposit. Comments on this proposal are requested by 8/15/78.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Hospital Cost Containment Act, HR 6575, was passed by the House Commerce
Committee on 7/18/78. As approved, the bill would not establish mandatory
hospital cost controls but would instead set goals for voluntary cost contain
ment. Other provisions include the creation of a national commission to
monitor the voluntary program and to study and make recommendations on
alternative systems, federal assistance to states wishing to establish cost
containment programs, establishment of an annual limit of $4 billion on capital
expenditures in excess of $150,000 which would result in increased bed capacities
for Medicare hospitals, and creation of a program to assist and encourage the
discontinuance of unnecessary hospital services.
An expected amendment mandating the use of uniform functional accounting
standards and statistical systems by health care providers participating in
federal Medicare-Medicaid programs was not introduced during mark-up of HR 6575.
Rep. John Moss (D-Calif) had announced his intention to introduce this amend
ment several weeks ago (see 6/5/78 Wash. Report) but apparently decided to
await House floor consideration of the bill before proposing the amendment.
INTERSTATE COMMERCE COMMISSION
Final rules on accounting and reporting regulations for Cash transfers to railroads
and bus companies from government units appeared in the 7/17/78 Fed. Reg., pp.
30558-62. These rules are intended to assure that the transfers are disclosed
in a manner which does not distort the recipients' financial statements. The
rules are effective for the year beginning 1/1/78. For more information contact
Bryan Brown, Jr. at 202/275-7448.
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JUSTICE, DEPARTMENT OF
A possible Presidential commission to study white collar crime was the subject of
discussion at a 7/19/78 hearing held by the House Subcommittee on Crime.
According to Subcommittee Chairman John Conyers (D-Mich) , the possibility of
asking the President to establish such a commission is only in the discussion
stage. The Subcommittee is currently conducting a series of hearings that
constitute Congress’ first systematic look into the extent of white collar crime.
The probe is expected to stretch over the next 18 months.
Federal agencies must improve procedures for deciding when information submitted
by business can be released to the public according to a report issued by the
House Government Operations Committee. The report, entitled "Business Record
Exemption of the Freedom of Information Act", is the product of hearings and
research conducted by the Subcommittee on Government Information and Individual
Rights. The report contains a series of recommendations designed to ease the
fears of businesses that submit confidential information to the government while
preserving the intent of Federal law to open the files of government to the
public. The report recommends that agencies give notice to corporate
submitters of data the agency intends to release, require submitters to
identify data they believe is confidential, and identify certain classes of
documents which are not confidential per se. Copies of the report are avail
able from the Subcommittee on Government Information and Individual Rights.
OFFICE OF MANAGEMENT AND BUDGET
The heads of executive branch departments and agencies have been requested by
OMB to identify reports currently sent to Congress which might be eliminated,
consolidated, or simplified. On receipt of their responses, OMB will consult
with the General Accounting Office, various congressional committees, and the
White House Domestic Policy Staff to formulate recommendations for changes
to be conveyed bo the President. The President will then submit his recommen
dations to the Congress. Originally requested to assist Congress in its
oversight and appropriations functions, the number of recurring reports sent
periodically from the executive branch to Congress is now approximately 2,000.
Reduction of this number has became one of the aims in the President’s campaign
to reduce paperwork.
SECURITIES AND EXCHANGE COMMISSION
Proposed rules designed to provide increased information on corporate boards of
directors to shareholders have been released by the Commission (Rel. 34-14970).
In general, the proposal would amend proxy rules to require publicly-held
corporations to furnish more information on the composition and function of
corporation committees, terms of settlement of proxy contests, and voting
policies of institutional investors.
The proposal would require corporations to disclose whether or not they
have a standing audit committee. In addition, the Commission staff has included
a list of "functions customarily performed" by such committees. The list,
which is not intended to be inclusive, lists such functions as engaging or
discharging the independent auditor, review of the audit engagement, review
of internal auditing procedures, approval of professional services provided by
the auditor, review of the independence of the auditor, and review of the
adequacy of the corporation’s system of internal accounting controls. The
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Commission notes in the release that the concept of an audit committee is
"currently developing in an evolutionary manner."
Comments on these proposed rules are due by 9/18/78.
information contact Barbara Leventhal at 202/755-1750.

For further

Proposed disclosure of management remuneration under provisions of the securities
laws will be among the topics considered at an open meeting to be held by
the Commission on 7/26/78. Other topics of interest to be discussed include
the proposed adoption of amendments to Regulation S-K, the uniform disclosure
regulation, setting forth specific disclosure requirements to be used in
preparing registration statements, reports and proxy statements, and the
issuance of a release seeking Comments on the present annual reporting form,
10-K, and the revised format suggested by the Advisory Committee on Corporate
Disclosure. The open meeting will be held at 10:00 a.m. on 7/26/78 in Room 825,
500 North Capitol Street, Washington, D.C.
TREASURY, DEPARTMENT OF
Compromise tax cut legislation has been introduced by House Ways and Means Chairman
A1 Ullman (D-Qre). The bill, HR 13511, entitled the "Revenue Act of 1978", is
co-sponsored by Reps. James Jones (D-Okla) and Barber Conable (R-NY), the
ranking minority member of the Ways and Means Committee. The bill provides for
net tax cuts of $15 billion in 1979 and covers a wide range of tax provisions.
Highlights of HR 13511 include a corporate tax cut and the creation of
additional corporate tax brackets, a decrease in the capital gains tax to
35%, a permanent 10% investment tax credit, a new targeted jobs tax credit,
individual income tax cuts, elimination of certain itemized deductions, and
application of the present at risk restrictions to all activities except real
estate. In addition, the bill contains changes in partnership audits, accrual
accounting for farming, small business tax treatment, and deferred compensation.
Ways and Means Committee mark-up of HR 13511 began last Thursday and is
expected to continue this week.
On the Senate side, Sen. Lloyd Bentsen (D-Tex), a member of the Senate
Finance Committee, has introduced a similar tax cut bill, S.3321. The Bentsen
bill contains most of the tax previsions of HR 13511 and also provides for the
establishment of a "simplified pension plan" for businessmen which would allow
the combination of existing Keogh plans and individual retirement accounts.
Sen. Bentsen*s introductory remarks and a summary of S.3321 appeared in the
7/19/78 Cong. Record, pp. S11191-93.
The Administration introduced its proposal for alleviating product liability prob
lems on 7/20/78. The proposal, which was introduced by Commerce Secretary
Kreps as an amendment to the tax code, would allow businesses a 10-year period
for writing off losses attributable to product liability suits, as opposed to
the current 3-year carry-back period. This proposal is based on recommendations
contained in a study conducted over an 18-month period by an interagency task
force coordinated by the Commerce Department (see the 4/10/78 Wash. Report).
The task force concluded that the popular tax deduction for product liability
insurance would not benefit thousands of small businesses who cannot afford
such insurance and risk being forced out of business by liability suits. The
Administration-backed amendment would allow for an immediate tax refund to a
company suffering a net operating loss as a result of a liability suit; this
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would assure the victim of compensation and keep the company in operation.
The Treasury Department has estimated that this proposal would cost the
government only $50-75 million over the next five years whereas a tax deduc
tion for insurance would cost $600 million over the same period. In an
effort to assure a long-term solution to the product liability problem, the
Administration has directed that a model product liability law be prepared,
and is studying insurance rate-making practices and the possibility of a
government clearinghouse for information on product risks.
Proposed rules on qualification for group legal services plans appeared in the
7/14/78 Fed. Reg., pp. 30306-08. The proposed rules would provide plan
administrators and sponsors with information on how to apply for plan qualifi
cation. Under the Tax Reform Act of 1976, the amount contributed to and
the benefits received from a qualified group legal services plan are excluded
from the employee’s gross income. Written comments on the proposed rules and
a request for a hearing are due by 9/12/78. For further information contact
Richard Johnson at 202/566-3287.
Leon Wigrizer, Deputy Chief Counsel of the IRS, has been named to the newly-created
post of Inspector General of the Treasury Department. The Inspector General will
be responsible for investigating changes of illegal acts, merit system viola
tions, or other official or employee misconduct within the department. Mr.
Wigrizer has served at the IRS for more than 26 years and was chiefly responsible
for assisting the Chief Counsel in planning and coordinating the legal program.
Consolidated return regulations for tax-exempt organizations have been proposed by
the IRS (see the 7/19/78 Fed. Reg., pp. 31038-39). The proposed rules would
affect the filing of consolidated returns by two or more organizations exempt
from taxation under section 501 (a). These amendments are designed to supple
ment the consolidated return regulations adopted in 1966. Comments on this
proposal and a request for a hearing are due by 9/18/78. For more information
contact Lawrence Axelrod at 202/566-4454.
Determination letters will now be issued on the qualification of Keogh and Sub
chapter S corporation defined benefit retirement plans, according to IR-2019
issued by the IRS. Guidelines for the qualification of these plans were
provided in proposed regulations issued in the 5/26/78 Fed. Reg. (see also the
6/5/78 Wash. Report). In addition, the IRS announced that separate sponsors'
information packages containing sample plan language for use in drafting
Keogh & Subchapter S corporation defined benefit plans are being developed and
will soon be available. Priority consideration will be given to opinion
letter requests using the sample language. A new revenue procedure will soon
be issued to incorporate the procedures for applying for opinion letters for
Keogh and Subchapter S plans.
Proposed rules relating to material participation requirements for purposes of
the definition of net earnings from self-employment appeared in the 7/19/78
Fed. Reg., pp. 31039-43. The proposal also contains regulations on the
definition of material participation for the purpose of electing to value cer
tain farm and closely held business real property according to its actual use.
The rules would affect farm owners and tenants, and estates consisting largely
of farm and other closely held business interests. Comments and a request
for a hearing on these proposals are due by 9/18/78. For more information
contact H.B. Hartley at 202/566-6624.
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SPECIAL:

GAAP REQUIRED IN N.Y.C. LOAN BILL

House and Senate conferees have agreed to a 4-year, $1.65 billion package as
part of the federal loan guarantee program for New York City. An important
feature in the legislation is a requirement that the City move during the
period toward a balanced budget and the requirement that generally accepted
accounting principles be applied in its financial reporting.

For additional information contact:
Steven Woolf or Susan Petter
202/872-8190
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